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SUBJECT:CALL BY AMB. PINHEIRO 

1 . AT HIS REQUEST AMB. PINHEIRO CALLED ON ASSISTANT SECRE- 
TARY SHLAUDEMAN JANUARY 10 TO DENY THE VERACITY OF STORIES 
IN ESTADO DE SAO PAULO AND PARTICULARLY IN JORNAL DO BRASIL 
PURPORTING TO RELATE STATEMENTS THE AMBASSADOR ALLEGEDLY 
MADE IN BRAZIL REGARDING THE NEW U.S. ADMINISTRATION AND 
PRESIDENT-ELECT CARTER. PINHEIRO ADDED THAT HE HAD 
RECEIVED A TELEGRAM FROM ITAMARATY EXPRESSING CONCERN THAT 
THE STORIES MIGHT CAUSE DIFFICULTIES FOR BRAZIL WITH THE 

NEW ADMINISTRATION. 

2. PINHEIRO EXPLAINED THAT THE TWO PAPERS HAD SOUGHT TO 
MAKE MUCH OF HIS APPEARANCE BEFORE THE FOREIGN RELATIONS 
COMMITTEE OF THE SENATE. AS HE HAD REFUSED TO MAKE ANY 
DECLARATIONS, THEY HAD FABRICATED THEIR STORIES FROM WHOLE 
CLOTH. HE NOTED THAT BOTH PAPERS WERE ENGAGED IN A CAMPAIGN 
AGAINST THE GOVERNMENT AND ITAMARATY. IN THIS INSTANCE, 

HE SAID, THEY HAD EVEN GONE SO FAR AS TO ANALYZE HIS 
ALLEGED DECLARATION IN A GOSSIP COLUMN, REACHING VARIOUS 
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UNFLATTERING CONCLUSIONS. HE SAID HE HAD THOUGHT OF 
SUGGESTING A DENIAL TO ITAMARATY BUT FEARED THAT ANYTHING 
HE MIGHT SAY WOULD SIMPLY EXACERBATE THE PROBLEM. 

SHLAUDEMAN SAID HE FULLY UNDERSTOOD AND WOULD INFORM THE 
TRANSITION TEAM OF THE SUBSTANCE OF THE AMBASSADOR'S CALL 
IN THE EVENT THERE WAS ANY CONCERN ON THE PART OF THE 
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TEAM. PINHEIRO THEN COMMENTED THAT IN HIS CALL ON GEISEL 
HE HAD ENCOUNTERED THE BEST DISPOSITION POSSIBLE TOWARD 
THE NEW ADMINISTRATION AND A CONVICTION THAT THE 
PERMANENT VALUES IN OUR BILATERAL RELATIONS WILL CONTINUE 
TO BE ENHANCED. 

3. TURNING TO THE SUBJECT OF SHOES, SHLAUDEMAN SAID THAT 
IN ANTICIPATION OF THE CALL HE HAD SOUGHT TO DETERMINE 

IF ACTION ON THE ITC RECOMMENDATION WOULD BE TAKEN SOON. 
NO DECISION HAD BEEN REACHED BUT WE WOULD INFORM PINHEIRO 
WHENEVER WE HAD FURTHER INFORMATION. 

4. PINHEIRO RESPONDED THAT THE RECOMMENDED TARIFF-QUOTA 
ACTION WAS A MATTER OF SERIOUS CONCERN AS BRAZILIAN SHOE 
EXPORTS HAD INCREASED VERY SUBSTANTIALLY AFTER 1974. 

GOB, HE SAID, IS MAKING A REAL EFFORT TOWARD MORE BALANCED 
TRADE WITH THE U.S. ALTHOUGH IT IS OBVIOUS THAT CONTINUED 
IMPORTS OF HEAVY MACHINERY FROM THE US CANNOT BE PAID 
FOR WITH COFFEE "EVEN AT THE PRESENT PRICE." BUT BRAZIL 
IS CAREFULLY STUDYING THE POSSIBILITIES OF TAKING FURTHER 
ADVANTAGE OF GSP ALTHOUGH THIS IS A UNILATERAL CONCESSION 
WITH THE RIGHT TO CHANGE PRODUCT LISTS. HE EXPRESSED 
SOME HOPE THAT WITH IMPROVING ECONOMIC CONDITIONS THE 
NEW ADMINISTRATION WILL TAKE A MORE LIBERAL VIEW OF GSP. 
PINHEIRO ALSO EXPRESSED CONCERN REGARDING THE POSSIBILITY 
THAT THE TAX INCENTIVE FOR INVESTMENT ABROAD WOULD BE 
REPEALED, CAUSING A DECLINE IN THE RELATIVE IMPORTANCE 
OF US FOREIGN INVESTMENT (READ A REDUCED RATE OF US 
INVESTMENT IN BRAZIL). 
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5. PINHEIRO CLOSED WITH A REVIEW OF THE HOPEFUL ECONOMIC 
INDICATORS IN BRAZIL AT YEAR’S END IN TERMS SIMILAR TO 
EMBASSY'S REPORTING. HE ADDED, HOWEVER, THAT THE GOB WAS 
INTENT ON COOLING THE ECONOMY AND NOTED GAS CONSERVATION 
MEASURES HAVE ALREADY BEEN INSTITUTED SUCH AS CLOSING 
GAS STATIONS ON WEEKENDS AND PROHIBITING PARKING IN THE 
DOWNTOWN AREAS OF LARGE CITIES. 
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